
CL Educate Ltd — Feb 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline (Core) / Beat (Strategic Pivot) One-line: CL Educate is successfully navigating a structural decline

in traditional test-prep realizations by pivoting toward high-margin institutional assessments (NSEIT DEX) and

high-ticket social events (Utsav).

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Inline

Operating EBITDA (₹18.1 Cr) is tracking behind the pro-forma ₹85

Cr goal, but acquisition closure is the primary catalyst.
🟡

Earnings Quality
High (Core

driven)

Growth in Platform Monetization (EBITDA +84%) and Publishing

(+8%) offsets the realization drop in Test Prep.
🟢

Guidance Confidence Neutral
Management is betting on a "doubling" of DEX revenue in 3-5

years, but the current core test-prep business remains in flux.
🟡

Management Credibility Strong

Successfully signed the SPA for NSEIT DEX; roped in

heavyweights like R. Subrahmanyam (Ex-Sec Higher Ed) to the

board.

🟢

Business Quality Signal Improving
Transitioning from a seasonal B2C coaching model to a year-

round, tech-moated B2B assessment model.
🟢

Key Q&A Exchange
Q# 1: Test Prep

Pressure

Management admitted high-value products are under pressure as

students shift to "freemium" and DIY YouTube prep.
🔴

The Street's Primary

Anxiety

Competitive

Intensity

Analysts focused on how CL can regain market share in MBA/

Law against online "freemium" disruptors.
🟡

Capital Cycle Stage Investment
Significant capital deployment (Debt + Equity) for the DEX

acquisition; launch of the UTSAV vertical.
🟡

Margin Trajectory Stable
MarTech margins temporarily depressed; Platform Monetization

margins expanding significantly.
🟢

Pricing Power Eroding (B2C)
Test Prep P x Q is lower as students opt for shorter, cheaper, or

"freemium" online programs.
🔴

FCF Conversion &

Quality
Strong

Platform monetization and DEX acquisition (50-60 day cycle) are

cash-flow positive engines.
🟢

Competitive Moat

Signals
Widening

DEX acquisition adds a proprietary tech engine and a network

across 700+ districts that is difficult to replicate.
🟢

Balance Sheet Strength Adequate
Utilizing ₹100 Cr cash for DEX; debt from Piramal Group

increases leverage but is service-backed by DEX cash flows.
🟡

Working Capital

Efficiency
Improving

DEX brings a superior collection cycle (50-60 days) compared to

historical government contracts.
🟢

Mgmt Guidance Track

Record
Reliable

Delivered on the DEX SPA and launched Utsav as promised in

prior calls.
🟢

Key Vulnerability / Red

Flag

GST Demand

Notice

A potential ₹40 Cr+ demand regarding composite supply of books

and coaching remains a legal overhang.
🔴

Management Tone Confident
Satya and GP were optimistic about "orbit-changing" growth

despite short-term headwinds in MBA/Law prep.
🟢



Key Takeaways (Positives & Negatives):

Positives: * DEX Orbit Change: The acquisition of NSEIT DEX transforms CL into the #2 player in the Indian

assessment market (behind TCS iON), moving it into a ₹4,400 Cr TAM growing at 16% CAGR. * Asset-Light

Scaling: Platform Monetization (selling college application forms) saw EBITDA grow 84% on 20% revenue

growth, proving the scalability of existing student traffic. * Board Quality: The appointment of high-caliber

independent directors (Ex-NSE, Ex-Sundaram CIO, Ex-IAS) for the DEX subsidiary signals a commitment to

institutional-grade governance.

Negatives: * Test-Prep Realization Hit: While MBA volumes (enrollments) are up 14%, revenues are down 9%,

indicating a severe "race to the bottom" in pricing due to online competition. * Regulatory/Legal Overhang: The

GST demand notice on composite supply is a material risk; while the company has historical Supreme Court

precedents in its favor, the litigation cost and potential liability are non-negligible. * MarTech Margin Pressure:

Temporary compression in Kestone margins due to "environmental factors" (tech sector slowdown) indicates

vulnerability to B2B tech spending cycles.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Metric
Current Qtr

(YTD Dec 24)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue (₹ Cr) 269.0 5.5% First entry ↑
Driven by MarTech growth (+₹22 Cr) offsetting

EdTech decline (-₹8 Cr).

EdTech Revenue (₹

Cr)
153.0 (5.0%) First entry ↓

Mix shift to low-value testing products; MBA

enrollments up 14% but revenue down.

MarTech Revenue (₹

Cr)
116.0 23.4% First entry ↑

Strong 26% growth internationally; Salesforce

added as a major client.

Operating EBITDA (₹

Cr)
18.1 (9.5%) First entry ↓

Impacted by increased competition in EdTech

and margin pressure in MarTech.

EBITDA Margin % 6.7% (110 bps) First entry ↓
Lower P x Q in Test Prep and increased

investment in people/tech.

PAT (₹ Cr) Not in PPT
Not in

PPT
First entry →

Management focused on Operating EBITDA

for this update.

Platform

Monetization

EBITDA

8.0* 84.0% First entry ↑
High-margin scaling; onboarding partners

outside the CL ecosystem.

Publishing Revenue

(₹ Cr)
Not stated 8.0% First entry ↑

Total books sold increased 16% to 4.8 Lacs;

RRB and GATE performing well.

Net Debt / (Cash) (₹

Cr)
(107.8) (14.4%) First entry ↓

Gross cash position; decreasing as funds are

deployed for DEX acquisition.

Working Capital

(DSO)
50-60 Days Stable First entry →

DEX collection cycle is highly efficient;

mitigates group risk.

*Calculated based on 20% revenue growth and 84% EBITDA growth trend provided in transcript.

2B. SEGMENT BREAKDOWN



Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs Company

Avg
Key Development

Test Preparation 122.4* (9.0%) ~8-10% ↓ Below
MBA volume up 14%, but revenue down

due to shorter duration/online programs.

Platform

Monetization
18.0* 20.0% High ↑ Above

84% EBITDA growth; expansion into

engineering/medical college form sales.

Publishing 12.6* 8.0% Moderate ↑ Average
RRB and GATE books strong; UPSC and

Physics Galaxy slower than expected.

MarTech

(Kestone)
116.0 23.4% ~9-10% → Above

Growing well in APAC (Singapore/

Indonesia); VOSMOS platform scaling.

*Estimated based on YTD EdTech total of ₹153 Cr and segment percentages.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category Management Target / Claim
Required Run-Rate /

Mathematical Feasibility

Historical

Delivery

Risk

Flag

Guidance
DEX

Integration

Board takeover in 7-10 days;

fully owned subsidiary.

On track; SPA signed and

independent board members

named.

First entry Low

Guidance DEX Growth
Doubling the ₹200 Cr revenue

base in 3-5 years.

Requires ~15-20% CAGR; feasible

given the 16% market CAGR and

CL sales push.

First entry Moderate

Guidance
MarTech

Margins

"Situation likely to improve in

FY26."

Dependent on recovery in global

tech spending (Microsoft, Dell,

Google).

Mixed Moderate

Guidance
UTSAV

Scaling

Target 1% of luxury weddings

(~400-500 annually) in 3-4

years.

High; implies scaling from a

handful of pilots to massive

volume.

First entry High

Strategy
Test Prep

Recovery

Pivot to "Aptitude based" and

"Freemium" products to

counter competitors.

Necessary to stop market share

erosion but may further

cannibalize high-value revenue.

Mixed High

Macro GST Impact
Contest notice based on

Supreme Court precedent.

Legal resolution likely to take

years; no immediate cash outflow

expected.

First entry Moderate



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 5.0 Madhur

Test

Prep

Growth

Business

Overview

What are

the plans to

mitigate the

drop in

EdTech

revenues

and

compete

with online

players?

Management

explained

that high-

value

products are

under

pressure as

students shift

to DIY and

YouTube

prep, leading

them to

launch

"freemium"

products like

Open CAT

Zone. This

pivot

confirms that

the high-

margin B2C

era is ending,

shifting the

focus to high-

volume/low-

value

"Testing"

products

where

margins are

safer but

realizations

are lower.

None 4.0
Clear and

quantified

2 4.5 Garvit
DEX

Growth
Financials

How is the

DEX

company

expected to

grow from

its current

₹200 Cr

level?

Satya

Narayanan

targeted a

"doubling" of

DEX in 3-5

years by

entering

large-scale

exams and

international

markets

(Middle East/

South Asia)

where it

currently has

a limited

footprint. This

implies the

DEX

Specific

international

revenue

targets.

3.5

Directional

with

evidence



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

acquisition is

not just a

yield-play but

a growth-play

that could

eventually

exceed the

core

business.

3 4.0 Unknown
DEX

Conflict
Governance

Is there a

conflict of

interest

between

CL’s test

prep

business

and DEX

conducting

exams?

Management

is enforcing a

"Chinese

wall" with

separate

leadership

and an

independent

board for

DEX to

ensure

neutral exam

conduct.

Maintaining

this neutrality

is the "make-

or-break"

factor for

DEX’s ability

to win

government

contracts.

None 4.0

Specific

timeline

given

4 4.0 Unknown
UTSAV

Model
Financials

How does

the

business

model and

unit

economics

work for

the new

UTSAV

vertical?

Satya

targeting 1%

of the 50,000

luxury

weddings in

India (spend

>₹1.25 Cr)

with an

estimated

10-12%

EBITDA

margin using

Kestone’s

execution

backbone. If

achieved,

this adds a

new ₹400

Cr+ revenue

stream with

different

Historical

profit

margins

from the

pilots.

3.0
Vague but

consistent



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

seasonality

(Oct-March)

than the

MarTech

business.

5 4.0 Unknown
GST

Notice
Financials

What is the

status of

the GST

notice

received by

the

company?

Arjun

Wadhwa

confirmed it

is a

"composite

supply"

matter (books

vs coaching)

and that the

company is

contesting it

based on a

previous

Supreme

Court win in

the service

tax regime.

While the

management

is confident,

this creates a

contingent

liability that

could reach

₹40 Cr, acting

as a

valuation

overhang.

None 4.0
Clear and

quantified

6 3.5 Unknown Funding
Capex and

Allocation

How are

we funding

the DEX

acquisition

and what

are the

borrowing

terms?

Funding is a

mix of ₹100

Cr internal

cash and

debt led by a

Piramal-led

consortium at

"competitive

rates." The

increased

leverage

marks a shift

in CL's

capital

structure, but

the EPS-

accretive

nature of

DEX

Exact

interest rate

and debt-

equity split.

2.5

Deflected

— key

signal



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

suggests

debt-

servicing will

not stress the

core.

7 3.0 Garvit
UG

Focus

Business

Overview

What are

the plans

for the

Undergrad

(UG)

segment

beyond

Law?

GP indicated

a broadening

into Hotel

Management,

Mass Comm,

and BBA as

these follow

the same

aptitude-

testing DNA.

This

diversification

reduces

reliance on

the Law

segment,

which was

crippled by

date shifts.

None 3.5

Directional

with

evidence

PATTERN FLAGS & SENTIMENT

Theme 1: Structural Change in Test Prep. Analysts are concerned that the "golden era" of high-margin MBA/

Law coaching is over. Management's posture was defensive but realistic, acknowledging that students are

moving to YouTube and freemium models. They are pivoting toward volume (Test Series) and broadening the

UG portfolio. This suggests a transition period where margins will be suppressed until volume gains scale.

Theme 2: DEX as the New Thesis. The focus has shifted almost entirely to the DEX acquisition. Questions on

conflict of interest, board independence, and international scaling show that the market now views CL as a

"Digital Assessment" company rather than a "Coaching" company. Management is leaning into this, highlighting

the 18-year veteran team and the tech moat.

Analyst Sentiment Verdict: Analysts are cautiously optimistic about the DEX acquisition ("a steal") but skeptical

about the core EdTech business. The friction point is the "P x Q" drop in MBA/Law. Management credibility is

high regarding execution (closing the deal), but the GST notice and margin pressure in MarTech are "wait-and-

watch" items. The single biggest risk is the potential "re-branding friction" once the NSE name is dropped in 12

months.

GUIDANCE GAPS REVEALED IN Q&A



Topic
What Mgmt Claimed

(Opening / Prior Q)
What Q&A Revealed Gap / Walk-back Risk to Thesis

Test Prep

Rev

MBA "uptrend" (14%

enrollments)

Revenue is down 9%

(YTD).

Enrollment growth is being

offset by a drastic drop in

realization per student.

Moderate: Top-line growth

may remain stagnant

despite volume.

MarTech

Margins

Robust growth

platform.

"Short term pressure...

due to environmental

factors."

Reliance on global tech giants

(Microsoft/Dell) makes

margins volatile.

Low: Seasonal and

cyclical risk.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

DEX Status Proposed Acquisition SPA Signed; Board members named ↑

MBA Realization Premium pricing focus "Freemium" products launched to compete ↓

Board Governance Standard corporate board High-profile independent subsidiary board ↑

New Verticals Idea/Pilot stage Official launch of UTSAV and CHEX ↑

Legal Risk Not a primary concern ₹40 Cr GST Demand Notice disclosed ↓

International Growth India-focused MarTech 26% International growth in MarTech ↑

STOP HERE.
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